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ABSTRACT

The higher education systems of the 1970s are
obviously going to be different from those of the 1960s. This speech
suggests areas of foreseeable change in highoer education in the
future, First, it appears that the rate of enrollment growth in the
1970s will be much less than before. While enrollment growth has
slowed, the expenditures of higher education continue to rise. The
basic problem today is that income growth is slowing, and unless
colleges and universities reduce expenditures growth to corresgond
with income growth, they will incur deficits. Colleges and
universities need management assistance. The 3 major areas of
management concern for the 1970s are: statew.de planning, the process
of governance and management, and production technology. These are
not the only issues confronting higher education; issues involving
manpower planning, educational access, and student aid are going to
be critical in tbe next few years. The rising costs in higher
education will have to be brought under some kind of effective
management control including improvements in productivity. This is

the real challenge of management for higher ecducation in the future.
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The higher education system of the 1970 is
obviously poing to he different from that of the
1960's, How different it will be depends upon who
does the prognosticating. "the dimensions of change
are still uncertain. In wshort space of time, [ can do
no more than suggest the areas of foresecahle
change without by any means considering all the
various possibilities,

First, it appears that the rate of enrollment
growth in the 1970 will be nwuch tess thun in the
1960°s: the total enrollment in higher education
was around 3.6 million in the autumn of 1960 and
8.6 million in 1970, an invrease of almost 150 per-
vent. In the autumn of 1972, however, total enroll
ment was 9.3 million and in the awtumn of 1973
total enrollment was 9.7 million. Thus in the last
three years the inerease over 1970 has been just
under B3 percent, Private colleges and universities
have tended Lo lese enrollment since 1970, publie
universities tended to have about the same enroli-
ment in 1973 as in 1970, and public community
colleges and technical institutes have had continued
enrollment growth over the past 15 years.

Moreover, projections of more than 13 million
students by 1980 have now been cut back to 11.5
million students, and some suspect that even this
figure may be too high.

At the same time as enrollment growth has
slowed down. the expenditures of higher education
have continued to rise. Whereas total expenditures
were about $18.6 billion in 1968-69, they are
estimated to be around $30 billion in 18973-7.1, an
increase of more than 60 percent. The increased
cost represents more than the impact of inflation.
Instructional expenditureshave risen in five years

froa $10.7 billion te $20 hillion. This reflects
increased salaries and wages, as well as inereases in’
- overhead costs, Expenditures for sponsored
research have remained about constant, at around-
82,5 to $2.7 billion. Expenditures tor public
service programs have risen from around 817
billion to more than $2.3 billion, and my guess is
th";l this increased cost will be found fargely in the .
]: lC [ medical 'm(l ho\pﬂai care at tcac]nng
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hospitals. ‘The expenditures for auxiliary services in
the past five vears have increased from $2.5

billion to around $3.7 billion. And expenditures
for student aid have increased from $800 million
to $1.5 billion,

Let us get one tact clearly understood. Colleges
and universities will spend all the income they can
obtain, The basic problem today is that income
growth is slowing down, and unless colleges and
universities reduce expenditure growth to corres-
pond with income giowth, they will obviously
incur deficits. It is estimated that for all colleges
and universities in 1973-74 there will be a deficit
of around $ 100 million, but at teast the deficit
this year is probably less than it was fast year, when
it may have been close to $500 million. In the past
five years, for many reasons too complicated to
review here, colleges and universities have not
reduced their expenditure growth sufficiently to
maintain a balance in income and outgo.

There is no question in my mind but that colleges
and universities need management assistance. The
prevailing public image of colleges and universities
as poorly managed is a caricature. There are many
able administrators in our colleges and universities,
and some very sophisticated tools of management
information and of planning have been developed
for higher education in recent years. What has
happened is that the authority of management has
been diluted by the authority of faculty members
and stadents, so that the decision-making process
in colleges and universities has become diffused
and somewhat indevisive.

1 wish to suggest three major areas of manage-
ment concert which I think will be uppermost in
the higher education world during the remainder
of the 1970, These are statewide planning, the |
process of governance and management, and
produ( tion technology. These are not the only
1ssues confronting higher education; issues involv-

@ Thower planning, educational access, and
[MC aid are going to be critical in the next few
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[ enumerated here because they are important
and because they are challenges in which I think
the management consultant can be helpful,

First, there is the matter of statewide planning
for higher education, You must bear in mind that
the initiative in developing higher education policy
inn the United States still rests with the state govern.
ments rather than with the federal government,
Moreover, as of 1973 some 77 percent of all stu-
dents in the United States were enrolled in public
institutions, almost all of them institutions spon-
sored by state and local governments. 'T'wo impor-
tant issues agitate for state government planning at
this time: the location of public colleges and uni-
versities in areas adjacent to private institutions,
and the Kind of state financial assistance that should
be given to private institutions. The gap in tuition
charges between public and private institutions
has undoubtedly provided some economic incentive
for students to enroll in public institutions. This
gap could be reduced by state financial assistance
to private institutions. If the gap is reduced, there
may not be a need for some public institutions in
the places where they are now situated. Here is a
plahning problem that is going to be very trouble-
some over the next several years.

Second, our colleges and universities, public and
private, at present face the demands of faculty mem-
bers and students for participation in the process of
goverhance. In all the discussions about governance of
colleges and universities over the past five years, very
few preople have bothered to make a distinction be-
tween governance and management. 1 think such a
distinction is possible und imperative, The one pro-
cess is concerned with basic issues of purpose and
policy: the other process is concerned with work
performance. I recognize that some people, includ-
ing many faculty members and students, think that
governance and managentent are one and the same
process, And that belief is one explanation for cur-
rent financial trouble in our colleges and universi-
ties. We had better begin to straighten out the
p @ of governance and administration in our-
cof Mc‘md universities, or we shall be in contin-
ugEEE jculty for many years to come.




Third, colleges and universities need to worry
about their production technology, Indeed, this is
problent for our entire cconomy. Out of a civilian
employed fabor foree of 81.7 miillion in the Unitec
States in 1972, about 3.5 million were employed i1
agriculture. about 27.5 million in the production
sector, and about 50.7 million in the services
sector. In other words, some 60 percent of all
workers are engaged in service businesses: govern:
ment, education, professional services, financial
services, real estate services, maintenanee services,
and domestic services. IU we cannot improve
productivity in the service sector of our economy,
we will place some very severe constriaints upon
our future cconomic growth.

The future cconomic welfare of higher educatio
depends in lurge part on production practices in th
mstructional process. Faculty members want in-
creased remuneration, but they are generally
uninterested in inereased productivity, Here again
is one of the major factors in the financial plight o
higher education today. About 60 percent of the
820 billion being spent for instructional activity in
higher education this yew goes to departmental
salaries and departmental support, It is here that
the major guestions must be asked about the rela
tionship of input costs to output units,

In the past, when management consulting firms
have been asked to review college and university
operations atid recommend improved management
practices, the tendency has been to restrict the
consulting activity to the so-called “business™ or
nonacademic operations. Consultants were to be
kept out of the sacred area of academic affairs, As
a conseguence, management consultants to higher
education have been involved with dormitory
opetations, food service, plant maintenance,
financial procedures, nonacademic personnel prac-
tices, student record keeping, plant utilization and
plant planning, and general administrative services.
Al these are important activities, involving an
éﬁjwndituro of as much as $9 billion this year.
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greatest management concern today. And the
matagement consultant who may he an expert in
so-called ''business activities" is not the kind of
consultant needed in these areas of academic
activity. We need a new breed of consultants—
consultants with academic credentials, academic
experience, and management expertise,

The great wasteland of management competence
in higher education today is in academic manage-
nient. Lt is no longer sufficient for facuity members
and others to say that their professional practices
are not susceptible to managerial technicues and
managerial innovation. The professional practice
of instruction has become too expensive for any
such claim to be valid, and the costs of this profes-
sional technology may become even more expensive
in the next {ew years. Unless the sources of income
to meet these rising costs are inexhaustible, these
costs will have to be brought under some kind of
effective management control, including improve-
ments in the production process and in productivity,
This is the real challenge of management for higher
education in the 1970's.
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